CITY OF ALAMEDA
Memorandum

To: Honorable Mayor and
Members of the City Council

Honorable Chair and
Members of the Community Improvement Commission

Honorable Chair and
Members of the Alameda Reuse and Redevelopment Authority

From: Lisa Goldman
Acting City Manager / Acting Executive Director

Date: February 1, 2011

Re: Accept the Quarterly Financial Report through September 30, 2010

BACKGROUND

The first quarter’s financial reports on all City funds has been completed, based upon
actual revenues and expenditures through September 30, 2010. Quarterly reports
include financial information for all City funds presented as follows:

e Exhibit 1 details General Fund actual revenues by major category at September
30, 2010 and 2009

e Exhibit 2 details General Fund actual expenditures by major department at
September 30, 2010 and 2009

e Exhibit 3 outlines by fund the revenues, expenditures, changes in current
available fund balance as of September 30, 2010, and projected available
balances for all City funds at June 30, 2011, based upon the adopted budget for
FY10-11.

Quarterly reports provide the City Council with updates on the financial status of the
City’s funds by comparing budget projections in revenue and expenditures to actual
receipts and expenses. In addition, each quarterly report includes a projection of
available fund balances for each fund at fiscal year end.

It should be noted that projections are based upon the information available at the time
the projection is made. In this volatile economic environment, projections cannot be
guaranteed to reflect final results at year-end. However, including such information in
the City’'s quarterly reports is important in anticipating any major revenue or expenditure
impacts that could affect the City’s financial position at fiscal year end.
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General Fund

The FY10-11 annual budget was balanced at the time of its adoption in July 2010, with
total appropriations of approximately $71 million. The downturn in both the national and
the state economies, which affected the City’s budget in prior fiscal years, continues to
impact the FY10-11 budget. The General Fund and related funds will continue to
contend with limited revenue growth, and actual declines in some areas, due to sluggish
retail and housing sales, as well as impacts from the State’s budget for FY10-11.
General Fund expenditures budgeted for FY10-11 are also approximately $71 million.
However, this is merely a projection, and actual expenditures will vary.

General Fund actual revenues as of September 30, 2010, were $8.5 million, or 12% of
the FY10-11 budget; actual expenditures were $16.6 million, or 23% of the FY10-11
budget. Note that the City does not begin to receive property tax payments from the
County, its leading source of revenues, until the second quarter of the fiscal year.

General Fund major revenue categories are summarized in Exhibit 1. The City derives
a significant portion of its General Fund revenues from economically sensitive sources
such as property tax, sales tax, utility users’ tax, and construction-related permits and
fees. When one or more of these key revenue sources declines significantly below
projections, program and service operational levels may be affected.

General Fund expenditures by major department are summarized in Exhibit 2 and
include actual expenditures at September 30, 2010, including General Fund transfers to
the Police/Fire Pension funds in the amount of $550,000, the Library fund for $437,000,
and the Other Post-Employment Benefit (OPEB) fund for $532,000. All of these noted
transfers represent 25% of their budgeted amounts for the year.

Special Revenue Funds

The Special Revenue Fund group includes funds accounting for the City’s
redevelopment activities, gas tax funds, library operations, various assessment districts,
and an athletic fund. The FY10-11 actual receipts at September 30, 2010, for this fund
group totaled $6.1 million (11% of budget); actual expenses totaled $8.9 million (15% of
budget). Projections at June 30, 2011 are approximately $55 million for revenues and
$58 million for expenditures.

These funds usually operate within budget projections, utilizing available fund balances
as needed. A number of these funds are grant funds or capital project driven funds,
which generate revenues and expenditures in patterns different from the City’s General
Fund or other operating funds, such as Enterprise Funds or Internal Service Funds.
Sufficient reserves in each fund are maintained to ensure completion of projects or
programs. At June 30, 2011, the projected net fund balance for the Special Revenue
Fund Group is $46 million, based upon the FY10-11 adopted budget.
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Capital Project Funds

The Capital Project Fund Group, which includes such individual funds as general capital
projects, construction funds, assessment districts, impact fee funds and the urban runoff
fund, had aggregate actual revenues of $6.7 million (35% of budget) and expenditures
of $7.3 million (32% of budget) at September 30, 2010. Projections at June 30, 2011
are approximately $19 million for revenues and $23 million for expenditures (excluding
necessary capital project carryovers from FY09-10, which had not been recorded as of
September 30, 2010).

The vast majority of these funds operate within budget projections, utilizing available
fund balances strategically. Many of these funds are project driven funds, or derive
their revenues from the collection of impact fees from new development, which generate
revenues and expenditures in patterns different from the City’s other operating funds.
These funds have also been affected by the economic climate in California. At June 30,
2011, the projected net fund balance for the Capital Project Fund Group is
approximately $18 million, based upon the FY10-11 adopted budget. This projection
will be revised in the second quarter report, to reflect necessary capital project
carryovers from FY09-10 which had not been recorded as of September 30, 2010.

Debt Service Funds

The Debt Service Fund Group includes individual funds established to account for the
long-term debt of the City, ARRA and CIC. The year-end fund balance of all debt
service funds is projected to be $9.2 million at June 30, 2011, based upon the FY10-11
adopted budget. Sufficient funds are available to meet all debt service requirements for
FY10-11.

Enterprise Funds

The Enterprise Funds Group, which is comprised of City business-like operations such
as the golf course, ferry services, and the sanitary sewer system, requires fund balance
reporting that includes cash, reserves, fixed assets and related long term debt of the
enterprise. Exhibit 3 includes the available reserves (excluding fixed assets and related
long term debt) for each of these individual funds. The aggregate available reserve
balance at June 30, 2011 for all enterprise funds is projected to be $5.5 million, based
upon the FY10-11 adopted budget.

Internal Service Funds

The Internal Services Fund Group includes those funds created for programs and/or
services provided city-wide to all departments. Revenues to these funds derive from
administrative (cost recovery) charges to the other funds, primarily the General Fund.
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The ending working capital balance for FY10-11 of this Internal Service Fund group is
$4.5 million, based upon the FY10-11 adopted budget.

Aggressive cost controls, budget reductions, and full cost recovery formulas applied to
departments have assisted in reducing prior negative cash balances in some of these
funds. The working capital balance does not reflect the long term liabilities for Worker's
Compensation claims ($6.3 million), Risk Management Claims ($1.2 million) and the
unfunded portion of Other Post-Employment Benefits (OPEB) ($7.8 million) outstanding
as of the end of FY09-10.

Trust and Agency Funds

The Trust and Agency Fund Group includes bond reserve funds for several City long-
term debt obligations and funds established for the current year's payment of the City’s
pension and retirement obligations, such as the 1079 and 1082 Pension Plans and
OPEB. The projected ending available balance for this fund group for FY10-11 is
projected to be approximately $37 million, based upon the adopted FY10-11 budget.

FINANCIAL IMPACT

The FY10-11 first quarter report includes Exhibits 1, 2 and 3 detailing the variances
between budget and actual for revenues, expenditures, and changes in fund balances
at September 30, 2010. These exhibits were created to present a clear representation
of the City’s budget and of available reserves for each City fund at the close of the first
fiscal quarter. It should be noted, however, that projections for year end can be affected
by numerous variables. Staff will continue to monitor market conditions affecting
revenues and maintain diligence in controlling expenditures through FY10-11. This
monitoring will help to ensure that the City continues to maintain adequate reserves in
its various funds.

Staff began preparation for the FY11-12 budget in January and will continue to
incorporate changes in the City’s budget structure that were adopted in FY10-11. City
management will be conducting several analyses, completed by both staff and
independent experts, focusing on the most significant revenue and expenditure factors
and assumptions to be used in preparing the City’s annual financial plan. These
include:

a multi-year property tax analysis

a multi-year sales tax analysis

a multi-year analysis of property transfer tax projections, and

revised 1079, 1082 and OPEB actuarial valuations, including updates on annual
contribution requirements
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RECOMMENDATION

Accept the quarterly financial report through September 30, 2010.

Respectfully submitted and approved as to funds and accbunt,

Fred Marsh
Controller
Exhibits: 1-FY10-11 YTD Revenue Report — General Fund
2 - FY10-11 YTD Expenditure Report — General Fund

3 — Fund Balance Report — All Funds — FY10-11 Unaudited



CU/ARKKA/CIC/HABOC

Exhibit 1 to
Agenda Item #2-B

02-01-11
FY10-11 YTD Revenue Report - General Fund
Preliminary Financial Report For FY10-11 First Quarter
Total General Fund ! 12%
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25% of Year Complete
FY10-11 FY10-11 % of FY09-10 % of Actual for
Budget YTD Actual Budget YTD Actual FY 2009/10
Property Taxes 22,497,670 1,168,206 5% 1,118,832 5%
Utility User Taxes 9,050,750 1,166,075 13% 1,112,391 13%
Sales and Use Taxes 5,550,000 1,029,278 19% 1,083,248 24%
Property Transfer Taxes 3,650,000 591,833 16% 730,647 16%
Franchise / Other Local Taxes 8,075,020 1,226,806 15% 961,969 11%
Licenses and Permits 1,944,500 701,123 36% 803,486 44%
Interest and Rental income 3,229,280 -410,729 -13% -186,588 -7%
Revenues from Other Agencies 6,295,200 82,629 1% 69,401 1%
Charges for Services 7,792,430 2,222,344 29% 1,456,666 22%
Fixed Charges 2,265,415 566,355 25% 555,339 25%
Fines and Transfers In 764,050 185,853 24% 163,032 22%
Total General Fund Revenues 71,114,315 8,529,773 12% 7,848,423 12%




FY10-11 YTD Expenditure Report - General Fund
Preliminary Financial Report For FY10-11 First Quarter
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FY10-11 FY10-11 % of FY09-10 % of Actual for

Budget YTD Actual Budget YTD Actual FY09-10
General Government 2,858,425 624,816 22% 717,243 25%
Administrative Services 3,325,155 690,998 21% 780,391 25%
Police 26,880,695 6,188,043 23% 6,864,108 27%
Fire 22,014,830 5,364,889 24% 5,757,754 25%
Public Works 2,216,505 371,319 17% 374,704 20%
Recreation and Parks 4,531,520 1,076,854 24% 1,153,099 28%
Non Departmental 640,495 67,545 11% 114,703 16%
Transfers to Other Funds 8,646,690 2,251,148 26% 1,694,229 23%
Total General Fund Expenses 71,114,315 16,635,612 23% 17,456,231 26%
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